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Semi-Annual Report of National Advisory Council — — 


The twelfth semi-annual report of the U.S. National 
Advisory Council on International Monetary and Finan- 
cial Problems reviews the international transactions of 
the United States and of the International Bank and 
Monetary Fund for the period October 1950 through 
March 1951. Recommendations are made regarding U.S. 
international aid and currency valuation. 

In reviewing the Mutual Security Program for the 
fiscal year 1952, the Council agreed that under present 
conditions U.S. foreign assistance should be primarily 
dictated by considerations of mutual defense. Recipient 
countries should not be required to reduce the present 
level of their reserves as a prerequisite for obtaining 
U.S. aid; but, on the other hand, economic assistance 
on a grant basis should not be extended for the purpose 
of increasing gold and dollar reserves. 

The Council recommended that extraordinary economic 
assistance and military assistance should be provided by 
the United States through grants rather than loans. For 
the financing of economic development, however, aid 
should be extended in the form of loans through estab- 
lished lending institutions, provided the borrowing 
country has the capacity to service a loan and the projects 
are of an appropriate type. 

The Council favors the requirement of counterpart 


International Materials Conference 


The Central Group of the International Materials Con- 
ference has classified into three categories the com- 
modities under consideration by the Conference. The 
first category covers those commodities for which equili- 
brium seems to have been attained and for which recom- 
mendations for allocation are not thought to be justi- 
fied (cotton, cotton linters, and kraft pulp). The second 
covers commodities (lead and wool) for which alloca- 
tion schemes cannot be agreed upon at the present time; 
the Committee recommends, however, that developments 
should be carefully watched, in the event of changes in 
the market situation. The third category covers com- 
modities that are in short supply: copper, zinc, sulphur, 
tungsten, molybdenum, manganese, nickel, cobalt, dis- 
solving pulp, and newsprint. Of this group, sulphur, 
tungsten, and molybdenum have thus far been placed 
under international allocation (see this News Survey, 
Vol. IV, pp. 9, 17), and distribution plans for copper, 
zinc, nickel, and colbalt are being considered. 

A third emergency allocation of newsprint has been 





deposits both for ERP aid (except technical assistance) 
and for developmental aid where aid-supplied goods are 
sold by the recipient governments through commercial 
channels. For countries involved in the mutual defense 
effort, counterpart funds should be used to cover military 
expenditures. 

Reviewing the discussions of currency appreciation 
which arose during the period covered by the report, 
the Council expressed the opinion that a general appreci- 
ation at this time was not warranted. Under present 
conditions appreciation could be considered justifiable 
only if it were “necessary to restore balance of payments 
equilibrium.” There is a strong presumption against 
this justification “in the case of countries which, for 
balance of payments reasons, either receive extraordinary 
grant assistance from the United States or maintain trade 
or payments restrictions.” Where currency apprecia- 
tion may be proposed as an anti-inflationary device, 
alternative measures should first be explored to determine 
whether they would not be more appropriate under cur- 
rent conditions. 


Source: National Advisory Council on International 
Monetary and Financial Problems, Semi-annual 
Report to the President and to the Congress, 
for the period October 1, 1950-March 31, 1951, 
Washington, D. C. 


announced in favor of ten countries in special need. 
For this purpose, 15,800 metric tons will be diverted 
from contracts between Canadian and U.S. producers 
and Canadian and U.S. publishers. 

Argentina has become a member of the Conference, 
bringing to 28 the number of participating countries. 
Argentina will be represented on the Wool Committee. 


Sources: International Materials Conference, Informa- 
tion Bulletin No. 22, September 21, 1951, and 
Press Release No. 44, September 24, 1951, 
Washington, D. C. 


OEEC Code for International Investments 

In a report published recently, the Organization for 
European Economic Cooperation has made a strong 
plea for greater freedom of capital movement. The re- 
port states that limitations on dividends, enforced by 
countries importing capital, is the major obstacle to the 
movement of capital. The report suggests that guaran- 
tees be given by the borrowing countries against the 
risks of transfer, exchange, and nationalization. At a 
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later stage, the International Bank for Reconstruction 
and Development might intervene, giving its guarantee 
to loans granted by other lenders. Restrictions by mem- 
ber countries on the import of foreign capital and on 
foreign companies should be reduced to a minimum. 
The report emphasizes that “the need to stimulate 
intra-European investment has become greater in recent 
months. An earlier assumption that the United States 
could be regarded as a major source of funds for in- 
vestment must now be qualified. Private intra-European 
investment cannot develop fully until the confidence 
of lenders is restored and free convertibility of currency 
re-established.” The report adds that every effort should 
be made to consolidate the progress made in intra- 
European investments, “in particular in the field of in- 
ternal financial stability, transferability of currencies and 
liberalization of transfers.” 
Source: The Financial Times, London, England, Sep- 
tember 21, 1951. 


Europe 


Wage Increases in France 

The “minimum legal wage” in France was raised on 
September 10 from 87 francs per hour to 100 francs; 
the minimum monthly wage was set at 20,000 francs per 
month, the legal working week being 45 hours; and, in 
addition to the 20,000 francs per month, workers are 
legally entitled to a minimum transportation allowance of 
800 francs per month. These minima apply to workers 
in Paris; for the provinces, the legal rates are obtained 
by making area adjustments. Other measures taken 
by the Government to raise workers’ earnings include 
an increase in family allowances, the rate of increase 
being different according to the area but not far from 
the rate of increase of wages, and a 15 per cent increase 
in miscellaneous allowances, such as relief funds for 
aged workers and for the underprivileged. 

The increase in “minimum legal wages” does not 
theoretically imply a general wage readjustment; it 
simply means that actual wages (as of September 10) 
must exceed the new minima. In fact, however, it marks 
the beginning of a period of collective bargaining, which 
is to be spread over several weeks. The first revisions of 
collective contracts agreed on by labor unions and man- 
agement are those for the textile industry (the increase 
in the actual rate of hourly wages being 15 per cent) 
and for the nationalized Renault automobile factory 
(the increase being 8 per cent). 

In contrast to the government minimum monthly wage 
of 20,000 francs, the C.G.T. labor union demands a 
minimum monthly wage of 23,600 francs. 


Source: Le Monde, Paris, France, September 13, 1951. 


improvement in Netherlands 1952 Budget 
The Netherlands Government estimates that the ordi- 
nary and extraordinary budget for the calendar year 


1952 will show a surplus of 414 million guilders (US$109 
million). The corresponding revised figure for 1951 is 
281 million guilders (US$74 million). However, a 
deficit of 110 million guilders (US$29 million) is esti- 
mated for the Agricultural Equalization Fund (arising 
mainly from food subsidies) and a deficit of 571 million 
guilders (US$150 million) for the 1952 capital accounts. 
Thus the over-all deficit for 1952 is put at 267 million 
guilders (US$70 million), compared with a revised esti- 
mate of 836 million (US$220 million) for 1951. 


Source: Het Financieele Dagblad, Amsterdam, Nether- 
lands, September 17, 1951. 


Netherlands Price Indices of Foreign Trade 

An article by F. J. Clavaux in the economic weekly, 
Economisch-Statistische Berichten, criticizes the way in 
which the indices of export and import unit values in 
the Netherlands are calculated by the Central Bureau of 
Statistics, and concludes that the indices do not meet 
present needs. The author points to the fact that these 
indices are calculated according to the Paasche method, 
which means that the index for a particular month is 
weighted by the quantities imported or exported in that 
month. The result is that seasonal and other shifts in 
the composition of foreign trade may seriously affect 
the movements of the index. 

To illustrate the importance of the point, the author 
constructs a unit value index of Netherlands agricultural 
export products by the Laspeyres method, i.e., with fixed 
weights, and from which seasonal price fluctuations are 
eliminated. As the following tabulation shows, this in- 
dex indicates an increase of 8 per cent between the first 
quarter of 1950 and the first quarter of 1951, whereas 
the index of the Central Bureau of Statistics indicates a 
decrease over the same period. 

Paasche Index Laspeyres Index 
(1948 = 100) 
1950 ist quarter 104 
2nd quarter 100 
8rd quarter 88 


4th quarter 100 
1951 ist quarter 103 106 


Source: Economisch-Statistische Berichten, Rotterdam, 
Netherlands, August 22, 1951. 


Development Plan for Northern Norway 


The Norwegian Government’s development plan for 
the three northern provinces, recently made public, aims 
to increase the productivity and the employment oppor- 
tunities of the region. The program will extend through 
1960. The Government will encourage private enter- 
prise by making available the necessary financing and 
by special tax laws and other priorities. It is prepared 
to take a direct part in the building of new power plants 
—so that by 1955 hydroelectric power output will be 
double that in 1950—to expand the communication sys- 
tem, and to provide opportunities for vocational training. 

In order to finance new projects, the banking system 
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of the northern provinces will be reorganized. In addi- 
tion to funds now existing, a new development fund will 
be set up; at present this new fund is estimated at 
US$28 million. 

Foreign capital would make it possible to proceed 
more quickly with the plan, but since it is preferred 
that ownership of the enterprises remain in Norwegian 
hands, the part that foreign capital will play will be 
determined for each case. 

The principles of the plan follow the general prin- 
ciples of the Government’s general investment program: 
Investments that will increase exports will have priority, 
but it will also be necessary to expand production for 
the domestic market. Investments in manufacturing 
industries are stressed, but the new industrial centers 
will increase the number of profitable markets for the 
farmers. Since the farms at present are too small to 
provide a satisfactory living for a family, an increase 
in acreage is a central aim of the plan, together with 
new farm machinery stations. For the fishing industry, 
which in the past has been the most important industry for 
these provinces, the plan contemplates an intensification 
of seasonal fisheries and an expansion of the ocean-going 
fishing fleet. However, if the standard of living of the 
fishermen is to be raised, some workers must be trans- 
ferred from the fisheries to the new industries. 

This development plan will have to be fitted into the 
country’s general investment program, provision for 
which is made each year in the national budget. Total 
investments will have to be determined in the light of 
Norway’s external and internal economy, and the possi- 
bilities of obtaining loans and grants from abroad. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, September 21, 1951. 


Greek ECA Counterpart Funds and Reconstruction 
Apparently in an attempt to contain inflation, the re- 
lease of ECA counterpart funds for reconstruction pur- 
poses in Greece was suspended in July for the first time. 
From April 1948, when ECA started, to July 1951, 
ECA counterpart funds at the disposal of the Greek 
Government totaled 8,813 billion drachmas, after deduc- 
tion of the 5 per cent transferred to the U. S. Govern- 
ment account. Of this total, 2,743 billion was spent for 
reconstruction, 1,300 billion was transferred to the Greek 
Government’s account to cover part of the budgetary 
deficits incurred during that period, and 200 billion 
was used for capital goods imports. The balance had 
been sterilized to offset the inflationary effect of govern- 
ment overdrafts on the Central Bank and of the expan- 
sion of credit to business and agriculture. Therefore 


at the end of July, there was a balance of 4,570 billion 
drachmas on deposit with the Bank of Greece. 


Source: To Vima, Athens, Greece, September 16, 1951. 
German Loan Policy 
On instructions of the Federal Government, the Bank 









Deutscher Lander is offering on the securities market 
non-interest-bearing Treasury bonds of the Federal Re- 
public of Germany, in order to create investment op- 
portunities for liquid reserves and at the same time ease 
the cash position of the Treasury. Bonds of 6 months’ 
maturity are offered at a discount rate of 64 per cent, 
and those of one year’s maturity at 634 per cent, in 
denominations of DM 10,000 to DM 1 million. Sales 
of DM 300 million to DM 500 million are hoped for. 

The offering of bonds of a year’s maturity at a dis- 
count rate of 634 per cent may be regarded as a turning 
point in German interest rate policy; although, properly 
speaking, this does not represent a capital market issue, 
it may prove to have a substantial influence on future 
interest rate policy. It might even be regarded as the 
forerunner of a longer-term Treasury loan. 

Western Germany’s financial position is characterized, 
on the one hand, by uncertainty about the means of pay- 
ment for occupation costs and, on the other, by the fact 
that the Federal Republic, in contrast to other countries, 
has relatively few debt obligations. Its funded debt 
amounts to only DM 6 billion: DM 5.4 billion in so- 
called equalization claims of the Bank Deutscher Lander 
and DM 640 million in interest-free bonds as a counter- 
part for money supplied to the city of Berlin. Both 
items are connected with the monetary reform of 1948 
which canceled all obligations of the old Reich but created 
new public debt register titles in order to permit the es- 
tablishment of new bank balances; for the Central Bank, 
this approximated the money supply newly placed in 
circulation. These so-called equalization claims bear 3 
per cent interest and are not subject to any redemption 
scheme, a feature which has not proven especially bene- 
ficial either for the public credit or for the capital market 
and which in part explains why the Treasury can 
scarcely expect to issue bonds successfully unless it should 
decide to try a totally different approach. 

Such an approach was made recently by the Federal 
Government’s offering of a lottery loan in the form of 
so-called baby bonds, with a five-year maturity, in DM 10 
denomination, interest-free but with annual lottery gains 
corresponding to a net interest rate of 5 per cent. In- 
itially the total amount of DM 50 million was offered to 
the public; while it seemed at first that this type of loan, 
novel for Germany, was meeting with some approval, it 
was realized later that the entire issue could not be 
placed. The Federal Government was partly responsible 
for the failure, because it did not stage a timely adver- 
tising drive. If a new approach were tried, a lottery 
loan with tax-free winnings might be as successful in 
Western Germany today as is gambling on sports and in 
casinos, where there is a sizable turnover. While many 
finance experts are indignant about such comparisons, 
they have nothing better to offer and continue to oppose 
a realistic interest rate policy corresponding to Germany’s 
shortage of capital. As the new issue of Treasury bonds 
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indicates, however, the Federal Government itself now 
appears to have given a signal for a change. 

The latest balance (as of June 30) shows an increase 
in the short-term indebtedness of the Federal Republic 
of about DM 200 million over March 31, raising the 
total to DM 1.34 billion. For the most part, this consists 
of short-term working credits and acceptance credits of 
the Treasury with the Central Bank; in addition, there 
are obligations totaling DM 200 million vis-a-vis the 
so-called “immediate aid program,” i.e., the agency 
responsible for the interim “equalization of burdens.” 
This floating debt is certainly not excessive, and the 
Federal Government has a certain amount of leeway 
vis-a-vis the Bank Deutscher Lander within the debt ceil- 
ing of DM 1.5 billion set by law. Nevertheless, there is 
general agreement in Germany that deficit spending to 
meet defense expenditures would provoke immediate in- 
flationary threats. Thus the Treasury bonds now being 
offered evidently signify a decision to avoid further bank 
credits. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
September 8, 1951. 


German Foreign Holdings 

The Allied High Commission has passed a “Law for 
the Clarification of the Legal Position of German Prop- 
erty Abroad,” declaring the wartime confiscation of 
German foreign holdings as final. The German Govern- 
ment’s hope of disposing of these holdings, estimated at 
US$2 billion, to satisfy German foreign debts, estimated 
at some US$4 billion, has thus been frustrated (see this 
News Survey, Vol. Ill, p. 400). 

The law specifies that the rights of the former owners 
of properties which were liquidated abroad and confis- 
cated for the purpose of reparations or restitution are to 
be considered null and void. Claims or suits in this 
connection are considered inadmissible. The law also 
pertains to foreign securities held in Germany. However, 
it does not pertain to holdings abroad of securities issued 
in Reichsmark denominations; owners of these securities 
are not prevented from claiming their rights to them, and 
the Federal Government is permitted to take such legis- 
lative action in this connection as it may decide upon. 
The law also exempts holdings lawfully acquired by 
Germans in foreign countries since the end of the war 
or transferred abroad in the course of lawful foreign 
trade transactions. It does not pertain to countries which 
have effected special settlements with respect to the treat- 
ment of German property and reparations; such countries 
include Austria, Portugal, Switzerland, Turkey, Trieste, 
and the countries of the Soviet bloc. 

In the interpretation of the occupation powers, the law 
merely brings the legal position into accord with the 
factual position and provides a legal foundation for the 
liquidation of German property. The Federal Govern- 
ment in its negotiations with the occupation authorities 


attempted to prevent the law being issued; at least, it 
attempted to mitigate its provisions substantially, holding 
fast to the principle of the inviolability of private prop- 
erty. In future discussions, the Federal Government 
intends to clarify those instances where foreign proper- 
ties have not yet been settled or disposed of. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

September 7, 1951. 


Middle East 


Barter Deals in Egypt 

The Goverment of Egypt is reported to be negotiating 
barter deals to exchange cotton from government stocks 
against needed commodities. Government stocks are now 
estimated at 1.25 million kantars (one kantar = 99.05 
pounds). The main countries concerned are Chile, which 
will deliver copper, and the United States, which will 
deliver wheat. 


Source: Al Ahram, Cairo, Egypt, September 12, 1951. 
Rice Crop and Exports in Egypt 


In view of the shortage of irrigation water in some 
parts of Egypt, this year’s rice crop is expected to be 
about 30 per cent smaller than last year’s which amounted 
to over 1.3 million daribas (one dariba = 1,250 pounds). 
For this reason, it is reported that the Egyptian Govern- 
ment will not authorize any rice exports in 1952 until it 
is sure that supplies exceed domestic requirements. Rice 
exports in 1951 are expected to be 200,000 tons, valued 
at LE14 million (LE] = US$2.87), against 166,000 tons 
in 1950 and 339,000 tons in 1949. 

Source: The Egyptian Gazette (Weekly Air Mail Edi- 
tion), Cairo, Egypt, September 17, 1951. 


Central Banking in Israel 
The right of note issue originally granted by the 
Israeli Government to the Anglo-Palestine Bank and 
subsequently transferred to its successor, the Bank Leumi 
le-Israel, has been extended to December 31, 1952. A 
namber of members of Parliament have indicated that 
the recommendation for this extension was made with 
the hope that by the end of 1952 arrangements would be 
concluded for the establishment of a government-owned 
Central Bank. 
Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., September 10, 1951. 


Cotton Production in Syria 
Owing to severe damage by leafworms and to un- 
favorable weather conditions, the estimate of Syria’s new 
cotton crop, which was originally put at 100,000 tons 
(ginned), has been revised to about 50,000 tons. Last 
year’s production was 36,000 tons. 
Source: Le Commerce du Levant, Beirut, Lebanon, Sep- 
tember 19, 1951. 
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Iraqi Imports 
Iraq’s Director General of Imports has been authorized 
by the High Supply Committee to undertake commercial 
transactions with foreign firms in order to import certain 
essential consumer goods which are in short supply. 
These imports would be financed by the Government and 
sold to the public at a small profit margin. The Ministry 
of Finance has allocated ID2 million for this purpose 
(ID1 = US$2.80). 
Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., September 10, 1951. 


Oil Refinery in Iraq 

The Prime Minister of Iraq is carrying on negotiations 
with the Iraq Petroleum Company and a British firm 
regarding the building of a refinery in Iraq. The re- 
finery will have an annual capacity of one million tons 
and will take three years to complete. The project, 
valued at US$18 million, will be financed from Iraq’s oil 
revenues and will in turn contribute substantially to Iraq’s 
foreign exchange earnings. 
Source: The Journal of Commerce, New York, N. Y., 

September 24, 1951. 


Foreign Investment in Turkey 

Since the law to encourage foreign investments in 
Turkey was enacted in April 1951, seventeen foreign 
firms have applied for permission to establish plants. 
Among these firms are two radio manufacturers, two car 
producers, one oil company, and one manufacturer of 
prefabricated houses. Fifty-four other firms have re- 
quested additional information about the provisions of 
the new law. 


Source: Le Commerce du Levant, Beirut, Lebanon, Sep- 
tember 19, 1951. 


Pakistan’s Jute Output 

Floods have damaged Pakistan’s new jute crop, which 
is one of the country’s largest earners of foreign exchange, 
and estimates of the yield in the current crop year have 
been revised from the 8 million bales originally expected 
to 7 million bales. U.S. consumers of jute goods are 
still purchasing at a rather cautious rate from Calcutta, 
and the business of the mills at present is fairly small. 
Buyers continue to expect the Indian Government to 
make a reduction in the very high export taxes on jute 
goods, which form a large percentage of the actual cost 
to the consumer. The Indian jute crop is expected to 
be very favorable and estimates are as high as 4 million 
bales, compared with 2% million bales for the last 
harvest. Indian consumption of raw jute is around 5.1 
million bales, the requirements not produced domestically 
being imported from Pakistan. 


Source: The Financial Times, London, England, Septem- 
ber 17, 1951. 


Far East 


Census of Indian Manufactures 


In 1949 there were 6,257 factories in the 29 important 
industries in India, with a total investment of Rs 2,276 
million (1 rupee = US$0.21) in fixed capital. The 
products of these factories were valued at Rs 9,640 mil- 
lion, and the number of workers employed was 1.7 mil- 
lion. Aggregate earnings in the form of wages and 
salaries were Rs 1,776 million, and national income from 
industry was Rs 2,600 million. 


Industries engaged in durable manufactures, such as 
iron and steel, machinery, transportation equipment, 
nonferrous metals, lumber, and stone, clay and glass 
products accounted for 15 per cent of the total value of 
products. The remaining 85 per cent, accounted for by 
nondurable manufactures, includes food industries, tex- 
tiles, leather, paper, and chemicals. This group accounted 
for about 70 per cent of the fixed capital, 80 per cent of 
the total employees, 76 per cent of the aggregate indus- 
trial income of 1949, and about 80 per cent of the nation’s 
industrial wage bill. 

The textile industry produced 50 per cent of the aggre- 
gate value of products and employed 62 per cent of the 
total industrial employees and 37 per cent of the fixed 
capital. It accounted for about Rs 1,400 million, out of 
the industrial income of Rs 2,600 million. Its wage bill 
amounted to 67 per cent of the total wages and salaries 
paid by the 29 industries. For the year, net productivity 
per man was Rs 1,400, and average earnings per man 
Rs 1,150, next only to the iron and steel and transporta- 
tion equipment industry. The food industry produced 
Rs 2,670 million worth of products, representing 34 per 
cent of the national aggregate. It absorbed a fixed capital 
of Rs 470 million, gave employment to 240,000 persons, 
and accounted for 12 per cent of the total national in- 
dustrial income. 

Among durable manufactures, productivity was highest 
in the iron and steel and transportation equipment in- 
dustries. The net productivity per man was Rs 3,314 in 
the iron and steel industry and Rs 3,050 in the trans- 
portation equipment industry. In the transportation equip- 
ment industry, an average employee earned Rs 1,600. 
Source: Reserve Bank of India, /ndian News Digest, 


Bombay, India, September 1, 1951. 
Exchange Control Relaxation in Ceylon 


Ceylon announced on September 19 relaxations of ex- 
change control with regard to the sterling area. Permits 
are no longer needed for remittances abroad of small 
sums; larger sums may be remitted if ration books are 
shown; and people with bank accounts may remit for 
personal purposes CeyRs 1,000 a month. The money may 
not be used for investment abroad. Ceylon nationals who 
leave the country to live permanently elsewhere in the 
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sterling area will be permitted to transfer all their proven 
assets. 


Source: The Financial Times, London, England, Septem- 
ber 19, 1951. 


U.K. Loan to Burma 

The United Kingdom has offered to lend £2.5 million 
to help the Burmese Government finance part of the 
capital requirements of a new oil company shortly to be 
organized to replace the Burmah Oil Company. The 
Government and the Burmah Oil Company have agreed 
in principle on a joint venture, under which a new local 
company would be set up with a capital of £15 million. 
The promised British loan is only one half the amount 
asked for, and it is thought that Burma may approach 
the Burmah Oil Company to provide the remainder. 
Source: The Financial Times, London, England, Septem- 

ber 18, 1951. 


Thailand’s Highway Development Plan 

The Thailand Government has a five year plan for ex- 
panding the highway system to 9,068 kilometers by the 
end of 1955, at an estimated cost of 640 million baht. At 
the end of 1950, there were 6,000 kilometers of roads, 
compared with 1,623 kilometers in 1932. 

The plan is to connect Bangkok with the main pro- 
vincial centers, Nakorn Panom, Chiengmai, Hadyai, and 
also to construct a highway from Chiengmai to Burma. 
During 1950, the budget, including the supplementary 
budget, for road construction was not adequate. After 
the arrival of the Griffin Mission in 1950, the Thai Gov- 
ernment developed a project to utilize the U.S. Point Four 
Program to supplement the local expenditure for technical 
assistance and for the needed road building equipment. 
Source: Department of Commerce, Foreign Commerce 

Weekly, Washington, D. C., September 3, 1951. 


Japanese Food Production Plan 

Japan’s deficiency in its supply of rice in 1950 
amounted to 16.3 million hoku (83.6 million bushels) 
at a value of US$279 million. According to a Ministry 
of Welfare estimate of the country’s future population, 
the deficit in the rice supply in 1960 would amount to 
39.6 million hoku (202.8 million bushels), valued at 
US$690 million on the basis of the 1950 price. The 
Ministry of Agriculture and Forestry has just announced 
a ten-year plan for increasing rice production. Irriga- 
tion projects and the consolidation of farm land will be 
implemented on 4.8 million cho (1 cho = 2.45 acres) or 
74 per cent of the present cultivated land. About 2 mil- 
lion cho of new land is scheduled for reclamation. After 
the plan is completed, rice production should be in- 
creased by 38.7 million hoku (198.9 million bushels), 
which would make Japan nearly self-sufficient in food 
supply by 1960. The total budget needed to finance the 
ten-year plan will amount to 750 billion yen. Part of 


this total will be included in the 1952 government budget. 


Source: Toyo Keizai Shimpo, Tokyo, Japan, July 14, 
1951. 

Philippine Rice Situation 

The 1950-51 rice crop of the Philippine Republic is 
estimated at 2.6 million metric tons of remilled rice, only 
slightly less than the 1949-50 record crop. Imports of 
milled rice during the first six months of 1951 amounted 
to 45,117 metric tons, a significant gain over the imports 
of 4,919 tons in the corresponding period of 1950. All 
imports are from Thailand, Total 1951 rice imports will 
aggregate at least 75,000 metric tons which, together with 
the 1950-51 crop, is considered sufficient to meet Philip- 
pine rice requirements for the year. 


Sources: The Philippine American Chamber of Com- 
merce, Weekly Bulletin, New York, N. Y., Sep- 
tember 14, 1951; Department of Commerce, 
Foreign Commerce Weekly, Washington, D. C., 
September 17, 1951. 


STAFF PAPERS 
Volume II, No. 1, September 1951 
Contents 

Contributions of the September 1949 

Devaluations to the Solution of 

Europe’s Dollar Problem............ J. J. Polak 
The Role of the Banking System in the 

Chilean Inflation David L. Grove 
Investment Service of Underdeveloped 

Countries 
The Balance of Payments: A Tool of 

Economic Analysis Donald G. Badger 

Volume II will consist of 3 numbers, to be issued 
in 1951-52. Subscription, US$3.50; single issue 
US$1.50. 


BALANCE OF PAYMENTS YEARBOOK 
Volume III, 1949-1950 


This third Balance of Payments Yearbook includes 
1949 statements for 59 countries and preliminary 
1950 statements for some 40 countries. It also in- 
cludes a regional classification of the balance of 
payments for Europe, Latin America, and about 
30 individual countries. 

This volume, like the two preceding volumes 
published in 1949 and 1950, presents the data in 
both a standard form, which is much the same for 
all countries, and a financing form, which takes 
account of the varying characteristics of the dif- 
ferent national economies and shows how the bal- 
ance of payments surplus or deficit has been 
financed. Extensive explanatory notes accompany 
the tables for all countries. 

436 pages. Library buckram bound volume, $5.00; 
paper bound volume, $4.00. 

* ¢+ *+ & ®& 
The Office of Public Relations 
International Monetary Fund 


1818 H St., N.W. Washington 25, D.C., U.S.A. 


David Finch 
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United States and Canada 
Saving in a Defense Economy 


The importance of personal saving as an anti-inflation- 
ary device is discussed in the Federal Reserve Bulletin 
for September. While the U. S. Treasury had a large 
cash surplus for the first full year of the Korean effort, 
the outlook for the present fiscal year is less favorable. 
The Treasury’s need for funds to finance the defense 
build-up will be supplemented by large expenditures for 
private plant and equipment. If genuine savings are not 
supplied in adequate amount, the investment will have to 
be financed disproportionately by bank credit, which 
would lead to undue expansion of the total money supply. 
The volume of personal saving in fact increased from an 
annual rate of less than $5 billion in the third quarter 
of 1950 to the high rate of $21 billion in the second 
quarter of 1951. This increase reflected the growth of 
disposable income of individuals and a sharp curtailment 
in spending for consumer goods. 

The anti-inflationary value of saving depends, how- 
ever, on the forms it takes. It may contribute to infla- 
tionary pressures, especially in the short run, if invested 
directly in inventory accumulation or capital assets. 
Accumulation of currency and demand deposits are of 
uncertain economic significance, since they may be held 
awaiting disbursal or may be held idle indefinitely. 
Experience has shown, however, that such funds ultimately 
tend to return to the active money stream and to become 
highly inflationary when attractive spending opportuni- 
ties arise. Savings placed in savings accounts at banks, 
in pension funds, in life insurance, and the like tend to 
be more permanent additions to the supply of long-term 
capital, but it is important that these funds be conserved 
by the savings institutions and loaned only for essential 
projects. Savings bonds or other government securities 
purchased by individuals have a special anti-inflationary 
value, since they offset more or less the effect of govern- 
ment deficit spending and, if large enough, make possible 
the retirement of bank-held debt. 

Savings with potential anti-inflation significance have 
increased recently, and the prospects of their continuing 
at a high level are good. Consumers have observed a 
temporary glut of goods which were expected to become 
scarce, and confidence that the value of the dollar can 
be maintained has strengthened. 

Source: Board of Governors of the Federal Reserve Sys- 
tem, “Saving in the Defense Economy,” Federal 
Reserve Bulletin, Washington, D. C., September 
1951. 


Plant and Equipment Expenditures in United States 

U. S. business plans to spend $13.4 billion on plant 
and equipment during the second half of 1951, according 
to a recent report of the U. S. Securities and Exchange 
Commission and the Department of Commerce. This 
record expenditure would result in outlays for the year 


of $24.8 billion—33 per cent above 1950 and 29 per 
cent above 1948, the previous peak year. Although 
costs have risen since 1948, it appears that the physical 
amount of plant and equipment purchased this year will 
be about 17 per cent more than in 1948 and 25 per cent 
more than in 1950. 

Manufacturing companies account for the bulk of the 
increase over 1950; expenditures by this group are ex- 
pected to rise 56 per cent. Other large increases are ex- 
pected in the mining group (28 per cent) and in the rail- 
road group (39 per cent). Owing to the effect of reduced 
allocations of critical materials and of direct construction 
controls, the rate of increase in capital outlays slowed 
down in the latter part of the year. These restrictions 
may be more stringent than contemplated by businessmen 
at the time the survey was made and may thus result in a 
lower level of capital outlay than at present indicated. 
Source: Securities and Exchange Commission, Press Re- 


lease, Washington, D. C., September 21, 1951. 


Canadian Budgetary Revenues and Expenditures 
The Canadian budget showed a further surplus of 
$93 million in August, bringing the cumulative surplus 
for the first five months of the current fiscal year to 
$502 million, compared with a surplus of $293 million 
in the same period of the fiscal year 1950-51. Revenues 
continue to be more buoyant than was forecast in the 
April budget message, while defense expenditures, al- 
though increasing, are still lagging behind the $1.6 bil- 
lion annual rate approved by Parliament for the present 
fiscal year. (All figures are in Canadian dollars.) 
Source: Office of the Controller of the Treasury, State- 
ment of Revenues and Expenditures, Ottawa, 
Canada, August 1951. 


Canadian Security Transactions 

The trend toward lighter volume of trade in outstand- 
ing securities between Canada and other countries con- 
tinued in June. Both monthly sales, at $31.5 million, 
and purchases, at $28.8 million, were at new lows for 
the year. The resulting sales balance of $2.7 million 
contrasted with a purchase balance of approximately the 
same size in May, but amounted to only a quarter of 
average net sales per month in the first four months of 
the year. The sales balance in June arose chiefly from 
trade with countries other than the United States and 
the United Kingdom, transactions with these two coun- 
ries being almost in balance. (All figures are in Cana- 
dian dollars.) 
Source: Dominion Bureau of Statistics, Daily Bulletin, 

Ottawa, Canada, September 13, 1951. 


Latin America 
Export-Import Bank Credits to Latin America 
Of new credits authorized by the Export-Import Bank 
of Washington during the first six months of 1951, some 
$72 million, or about two thirds of the total authoriza- 
tions in the period, were to assist in financing the devel- 
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opment and production in Latin America and Africa of 
strategic and critical materials, including tungsten, 
uranium, manganese, and sulphur. Approximately half 
of the remaining authorizations were to Latin American 
countries, to assist in the construction of new plant or 
to purchase equipment for power industries and railroads. 
Source: The Export-Import Bank of Washington, Press 

Release, Washington, D. C., September 14, 1951. 


Haitian Initial Par Value 
In accordance with Article II, par. 1, of the Special 

Exchange Agreement between Haiti, which is not a 

member of the International Monetary Fund, and the 

Contracting Parties to the General Agreement on Tariffs 

and Trade, an initial par value for the currency of Haiti 

of 5 gourdes per U. S. dollar became effective on August 

14, 1951. 

Source: Interim Commission for the International Trade 
Organization, Press Release, Geneva, Switzer- 
land, August 20, 1951. 


Pan-American Highway in Guatemala 

The Bureau of Roads of the U. S. Department of 
Commerce has allocated $2.4 million toward completion 
of the Pan-American Highway in Guatemala, provided 
that Guatemala supplies $1.2 million. The Guatemalan 
Government is reported to have rejected this proposed 
basis for financing and talks are now in progress to 
reach a satisfactory agreement. 

Completion of the road is expected to increase con- 
siderably Guatemala’s tourist traffic and to increase trade 
with Mexico by providing a rapid overland route. 
Source: The Journal of Commerce, New York, N. Y., 

September 13, 1951. 


Other Countries 

Australian Wool Levy 

Proceeds of the wool levy made in Australia last sea- 
son in anticipation of the minimum reserve price plan 
being approved (see this News Survey, Vol. IV, p. 65) 
are to be returned to wool growers. The levy of 74% 
per cent collected by selling brokers on gross realizations 
yielded £A45 million. 
Source: The Financial Times, London, England, Sep- 

tember 14, 1951. 


South African Gold Profits 


South African gold production in the first seven months 
of 1951 was 6,673,225 ounces, 168,000 less than in the 
corresponding period of 1950. Working costs increased 
by £2,400,000, to £53,180,362, and profits fell by about 
$4,500,000, to £26,573,556. This figure does not in- 
clude revenue from premium gold sales, which totaled 
£3,867,871 for the first half of the year. Premium gold 
sales had produced additional revenue of £749,665 in 
the first half of 1950, and of £1,373,882 in the second 
half (see this News Survey, Vol. III, p. 300). 

Source: Cape Times, Cape Town, Union of South Africa, 
August 21, 1951. 


South African Reserves 

The South African Reserve Bank’s gold holdings on 
September 14 amounted to £74.5 million, compared with 
£69.7 million at the end of 1950. Foreign exchange 
holdings, however, have been declining steadily since 
the end of May. Until that time, they had remained 
around £96.3 million, the level reached at the end of 
1950, but by September 14 holdings of foreign bills, 
which account for nearly all foreign exchange holdings, 
had fallen to £61.3 million. It is reported that they 
may fall to under £40 million by the end of this year, 
mainly as a result of continuing large imports into the 
Union. 


Sources: The Financial Times, London, England, Sep- 
tember 18 and 21, 1951. 


Nigerian Loan 

A Nigerian Government issue of 314 per cent inscribed 
stock, 1964-66, in London has been considerably over- 
subscribed; £5 million was offered for public subscrip- 
tion at a price of 97. (£1.8 million had already been 
placed.) The proceeds of the loan will be used for 
various schemes under Nigeria’s Ten-Year Development 
Plan. 


Sources: The Times, September 12, 1951, and The Fi- 
nancial Times, September 14, 1951, London, 
England. 


U.K. Aid to Jamaica 

The U.K. Government has agreed, subject to Parlia- 
mentary approval, to provide financial assistance to the 
Government of Jamaica, up to a maximum of £4.6 mil- 
lion, toward the cost of repairs, rehousing, and the 
restoration of agricultural production after the hurricane. 
Of the total, £3.1 million will be available as a grant 
and £1.5 million as an interest-free loan. This amount 
is in addition to the £250,000 previously provided for 
immediate relief purposes. 


Source: The Financial Times, London, England, Sep- 
tember 19, 1951. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Office of Public Relations 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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